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$EVWUDFW
(QYLURQPHQWDOO\ DZDUH GHVLJQ DLPV WR FRQYHUW JOREDO VRFLRHQYLURQPHQWDO FRQFHUQV WR LQYHVWLJDWH HFRORJLFDO SULQFLSOHV DQG
LQWHUDFWLRQVZLWKGHVLJQGHFLVLRQVZKLFKGHWHUPLQHOHYHOVRIVXVWDLQDEOHXVDJHRIHQYLURQPHQWDOUHVRXUFHV7KHDLPRIWKLVVWXG\
LVWRDQDO\]HWKHFKDQJLQJUROHDQGUHVSRQVLELOLW\RIGHVLJQHUVDQGWKHLPSRUWDQFHRIHQYLURQPHQWDOO\DZDUHGHVLJQHGXFDWLRQDV
FUXFLDOIDFWRUVWRDFTXLUHNQRZOHGJHWKURXJKWKHYLHZSRLQWRIVXVWDLQDELOLW\7KHRXWSXWVDQGILQGLQJVRIWKHZRUNVKRSFRQGXFWHG
ZLWK GHVLJQ SURIHVVLRQDOV DQG HGXFDWRUV ZLOO EH DQDO\]HG WR FRQVLGHU WKH REVWDFOHV DQG IXQGDPHQWDOV RI VXVWDLQDEOH GHVLJQ
HGXFDWLRQIRUGHYHORSLQJFRXQWULHVWRFUHDWHHQYLURQPHQWVEXLOGLQJVDQGSURGXFWVLQDVXVWDLQDEOHZD\

7KH$XWKRUV3XEOLVKHGE\(OVHYLHU%9
3HHUUHYLHZXQGHUUHVSRQVLELOLW\RI,(5(.,QWHUQDWLRQDOH[SHUWVIRU5HVHDUFK(QULFKPHQWDQG.QRZOHGJH([FKDQJH
Keywords:6XVWDLQDEOH7KLQNLQJ(QYLURQPHQWDO$ZDUHQHVV6XVWDLQDEOH'HVLJQ(GXFDWLRQ6RFLDOO\5HVSRQVLEOH'HVLJQ
,QWURGXFWLRQ
'HVLJQ LV DQ HQYLURQPHQWDO IRFDO SRLQW VLQFH GHVLJQ GHFLVLRQV KDYH KXJH LPSDFWV RQ WKH HQYLURQPHQW
&RQVLGHULQJHQYLURQPHQWDOLVVXHVGHVLJQHU¶VUHVSRQVLELOLWLHVEHFRPHPRUHGLIILFXOWDQGPRUHLPSRUWDQWWKDQEHIRUH
'HVLJQHUVKDYH FUXFLDO UHVSRQVLELOLWLHV WR FUHDWH VXVWDLQDEOHSURGXFWV DQG VROXWLRQV IRU WKH HDUWK7RGR WKDW WKH\
PXVWEHH[WUHPHO\FRQFHUQHGDERXWHQYLURQPHQWDO LVVXHVDQG WKH\DUHVXSSRVHG WREH IDUPRUHNQRZOHGJHDEOHDV
SURIHVVLRQDOVWKDQDQ\ERG\6LQFHWKH\KDYHFUXFLDOSRVLWLRQVWRFUHDWHEHWWHUVROXWLRQVE\FRQVLGHULQJHQYLURQPHQWDO
LVVXHVDQGFUHDWLQJHQYLURQPHQWDOSURFHVVHVDQGSURGXFWVWKH\KDYHWRFRQVLGHUDZLGHUDQJHRIFULWHULDDVSDUWRI
WKHGHVLJQSURFHVVZLWKUHVSHFWWRWKHHQYLURQPHQWDOFRQVLGHUDWLRQV
,WLVQRWDOZD\VHDV\WREHDZDUHRIDOOWKHHQYLURQPHQWDOLVVXHVWKDWVXUURXQGGHVLJQGHFLVLRQVEHFDXVHRIODFNRI
NQRZOHGJH DQG LQIRUPDWLRQRQ WKH HQYLURQPHQWDO SHUIRUPDQFHRIGHVLJQSURFHVVHVDQGSRVVLEOH VROXWLRQV ,Q WKLV
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FDVH ZKHQ FRQVLGHULQJ HQYLURQPHQWDO LVVXHV LQ GHVLJQ HGXFDWLRQ WKH UHVSRQVLELOLWLHV RI GHVLJQHUV DQG GHVLJQ
HGXFDWRUVDUHPRUHH[WHQVLYHWKDQHYHUEHIRUHWRFUHDWHDEHWWHUGHVLJQLQDEHWWHUZD\IRUWKHHQYLURQPHQW
6XVWDLQDEOHGHVLJQLVDFRPSOH[DQGLPSRUWDQWLVVXHWKDWEDVLFDOO\UHSUHVHQWVLUUHYHUVLEOHFKDQJHVLQSURGXFWLRQ
DQG FRQVXPSWLRQ DQG WKXV WKH ZD\ SHRSOH LQWHUDFW ZLWK QDWXUH WKURXJK WKH HQYLURQPHQWV EXLOGLQJV DV ZHOO DV
SURGXFWV&RQVLGHULQJWKHHFRORJLFDOIRRWSULQWRIWKHGHYHORSLQJZRUOGLWLVFUXFLDOWRGHYHORSVLJQLILFDQWGLIIHUHQFHV
HPHUJHRQ WKHHQYLURQPHQWUHJDUGLQJFRQVXPSWLRQRIUHQHZDEOHDQGQRQUHQHZDEOHUHVRXUFHV6XVWDLQDEOHGHVLJQ
KDV PDLQO\ EHHQ GHVFULEHG DV WKH LQWHUVHFWLRQ SRLQW DPRQJ WKH VRFLDO HQYLURQPHQWDO DQG HFRQRPLF JRDOV WKDW
FKDOOHQJHVIRUVRFLDODQGWHFKQLFDOLQQRYDWLRQJOREDOO\,QWKLVFDVHLWKDVFRQVHTXHQFHVIRUDOOGHVLJQSURIHVVLRQV
IURPXUEDQSODQQLQJWRDUFKLWHFWXUDOGHVLJQDQGDOVRWRSURGXFWGHVLJQZLWKLWVFRPSOH[LW\WKDWFDQEHDGGUHVVHGDQG
PDQDJHGWKURXJKGHVLJQIRUVXVWDLQDELOLW\
6XVWDLQDEOHWKLQNLQJLVEDVLFDOO\GHILQHGDVPDNLQJGHFLVLRQVWKDWGRQRWFDXVHQHJDWLYHFRQVHTXHQFHVIRUFXUUHQW
RU IXWXUH JHQHUDWLRQV ,Q WKLV UHVSHFW VXVWDLQDEOH GHVLJQ DQG HQYLURQPHQWDO DZDUHQHVV DLP WR SUHVHUYH QDWXUDO
UHVRXUFHVDQGWRUHDFKKXPDQDQGVRFLHWDOZHOOEHLQJ1RWRQO\JRYHUQPHQWVEXWDOVRGHVLJQSURIHVVLRQDOVQHHGWR
FUHDWH GHVLJQ GHFLVLRQV IRU FRPPXQLWLHV WKDW FDQ SURYLGH IRU DQ LPSURYHG TXDOLW\ RI OLIH SURWHFWHG HFRV\VWHPV
VRFLDOZHOOEHLQJDQGHFRQRPLFHTXLW\1RPDWWHUZKDWWKHVFDOHLVWKHXOWLPDWHJRDORIVXVWDLQDEOHGHVLJQDLPVWR
ILQGEHWWHUVROXWLRQVWKDWSURYLGHTXDQWLWDWLYHTXDOLWDWLYHSK\VLFDODQGSV\FKRORJLFDOEHQHILWVWRWKHXVHUV7KHUH
DUHPDQ\SRVVLELOLWLHV IRUDFKLHYLQJ WKLVGLIILFXOWJRDODQGPDLQO\ WKUHHSULQFLSOHVRIVXVWDLQDEOHGHVLJQ LQFOXGLQJ
HFRQRP\ RI UHVRXUFHV OLIH F\FOH GHVLJQ DQG VRFLDOO\ UHVSRQVLEOH GHVLJQ WKDW SURYLGH D EURDG DZDUHQHVV RI WKH
HQYLURQPHQWDOLVVXHVDVVRFLDWHGZLWKHYHU\VFDOHVRIGHVLJQHGXFDWLRQ
8QOLNHGHYHORSHGFRXQWULHVDOWKRXJKVXVWDLQDEOHGHVLJQLVLQWHQGHGWRGHYHORSPRUHHQYLURQPHQWDOO\FRQVFLRXV
SURGXFWVDQGSURFHVVHVHQYLURQPHQWDOHIIHFWVKDYHEHHQLJQRUHGWKURXJKGHVLJQDQGSODQQLQJVWDJHVLQGHYHORSLQJ
FRXQWULHV,QWKLVFDVHFRQVLGHULQJWKHEHWWHUHQYLURQPHQWDOVROXWLRQVGHULYHGIURPDZDUHQHVVDQGUHODWHGUHJXODWLRQV
E\ GHYHORSHG FRXQWULHV LW LV FUXFLDO WKDW WKH DSSOLFDWLRQV RI VXVWDLQDEOH GHVLJQ UHTXLUH QHZZD\ RI WKLQNLQJ DQG
SDUWLFXODUIUDPHZRUNVIRUFRQVLGHULQJHQYLURQPHQWDOLVVXHV,QWKLVFDVHGHYHORSLQJFRXQWULHVQHHGWRFRQVLGHUWKHVH
VROXWLRQV IRU FKDOOHQJLQJ WUDGLWLRQDO SURFHGXUHV WKURXJK QHZZD\ RI GHVLJQ WKLQNLQJ DQG DSSOLFDWLRQV'HVLJQHUV
KDYH UHVSRQVLELOLWLHV WR FUHDWH D EHWWHU ZRUOG E\ FRQVLGHULQJ HQYLURQPHQWDO LVVXHV DQG FUHDWLQJ HQYLURQPHQWDO
DZDUHQHVVWKURXJKRXWWKHFRXQWU\8QOLNHGHYHORSLQJFRXQWULHVGHVLJQHUVDQGGHVLJQHGXFDWRUVKDYHDOUHDG\VWDUWHG
WR WUDQVODWH ULVLQJ SXEOLF FRQFHUQ LQWR DFWLRQ E\ FKDQJLQJ WKHLU EHKDYLRU WR DFFRPPRGDWH UHF\FOLQJ RU HQHUJ\
HIILFLHQF\DQGE\XVLQJHQYLURQPHQWDODZDUHQHVVDVWKHPDLQFULWHULDRIWKHLUGHVLJQGHFLVLRQVDVSURIHVVLRQDOV

7KH,PSRUWDQFHRI6XVWDLQDEOH7KLQNLQJWKURXJK'HVLJQ
7RGD\HQYLURQPHQWDO UHJXODWLRQVIRUFHGHVLJQHUVDVZHOODVPDQXIDFWXUHUV WREHFRPHPRUHUHVSRQVLEOHIRU WKH
HQYLURQPHQW WKDWUHTXLUHVDQHZDSSURDFKWRGHVLJQ$OWKRXJKWUDGLWLRQDO LVVXHVFRQVLGHUHGLQGHVLJQKDYHUHODWHG
PRVWO\WRIXQFWLRQDSSHDUDQFHDQGILQDQFLDOFRQFHUQVLWLVLPSRUWDQWWKDWGHVLJQHUVQHHGWKHULJKWLQIRUPDWLRQDQG
WRROVWRPLQLPL]HWKHQHJDWLYHHIIHFWRQWKHHQYLURQPHQWUHVXOWVIURPWKHLUGHVLJQGHFLVLRQV.|KQ+LQWHUEHUJHU	
6WUDDWHQ (QYLURQPHQWDOO\ DZDUHGHVLJQSHUVSHFWLYH UHTXLUHVQHZ UHJXODWLRQV WR DFKLHYH DQHZ VXVWDLQDEOH
DSSURDFKWKDWLQFOXGHVDOOVWDJHVRILWVOLIHF\FOH
7KH FKDOOHQJH RI HQYLURQPHQWDO DZDUHQHVV DQG VXVWDLQDEOH GHVLJQ LV WR DOWHU WUDGLWLRQDO GHVLJQ DQG SODQQLQJ
SURFHGXUHVWRLQFRUSRUDWHHQYLURQPHQWDOFRQVLGHUDWLRQVDQGDSSOLFDWLRQVHIIHFWLYHO\$OOHQ%RQD]]L	*HH
6XVWDLQDEOHGHVLJQQHHGVWRWUDQVODWHJOREDOHQYLURQPHQWDOFRQFHUQVLQWRSURGXFWVDQGDSSOLFDWLRQV'HVLJQHUVKDYH
DQRSSRUWXQLW\WRH[HUWFRQVLGHUDEOHLQIOXHQFHKRZHYHULWZLOOKDYHWREHVXSSRUWHGE\NQRZOHGJHDQGIOH[LELOLW\
DQG DQ DELOLW\ WR JR RQ OHDUQLQJ VLQFH WKH\ KDYH DQ HVVHQWLDO WRRO LQ SODQQLQJ DQG GHVLJQ D VXVWDLQDEOH IXWXUH
0DFNHQ]LH
6XVWDLQDEOHGHVLJQLQYROYHVDIUDPHZRUNIRUFRQVLGHULQJHQYLURQPHQWDOLVVXHVDQGLPSURYLQJWUDGLWLRQDOPHWKRGV
IRUGHVLJQLQWKHOLJKWRIVXVWDLQDELOLW\$VVWDWHGE\/HZLVDQG*HUWVWDNLVVXVWDLQDEOHGHVLJQFRQVLGHUVQHHG
HTXLW\ DQG HWKLFV DQG VHHNV WR WUDQVODWH JOREDO VRFLRHQYLURQPHQWDO FRQFHUQV LQWR GHVLJQ GHFLVLRQV DQG FUHDWLRQ
WHFKQLTXHV7KHUHIRUH LW LV FUXFLDO WR FUHDWH VXVWDLQDEOH HFRQRPLF DQG VRFLDOO\ UHVSRQVLEOH VROXWLRQV DQGGHVLJQHU
PXVW HQVXUH WKDW E\SURYLGLQJ VROXWLRQV WRRQH VHW RI HQYLURQPHQWDO SUREOHPV WKH\ DUHQRW FUHDWLQJRU LQFUHDVLQJ
RWKHUV7KLVFRQFHSW LVYLWDO WRGHVLJQHUV IRUHYHU\VFDOH IURPSURGXFW WR WKHHQYLURQPHQW%XUDOO HPSKDVL]HV WKDW
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 GHVLJQHUV QHHG WR VKRZ WKHLU LPDJLQDWLRQ DQG OHDGHUVKLS SLRQHHULQJ WKH ZD\ IRU VROYLQJ HQYLURQPHQWDO
SUREOHPV(QYLURQPHQWDOO\DZDUHGHVLJQHUVVKRXOGDLPWRLQFUHDVHHIILFLHQF\LQXVHRIHQHUJ\DQGRWKHUUHVRXUFHVDV
ZHOODVPLQLPL]LQJSROOXWLRQGHULYHVIURPGHVLJQGHFLVLRQV
$OWKRXJKGHVLJQHUVKDYH DQ DELOLW\ WR KHOS FUHDWH HQYLURQPHQWDO SURFHVV DQGGHVLJQGHFLVLRQV D JUHDW GHDO RI
GHVLJQSURIHVVLRQDOVHGXFDWHGZLWKRXWUHIHUHQFHWRWKHHQYLURQPHQWDOLPSDFWRIWKHLUGHVLJQGHFLVLRQVDQGDFWLYLWLHV
VLQFH GHVLJQ KDV QRW EHHQ WDXJKW LQ WKH FRQWH[W RI LWV VRFLDO DQG HFRORJLFDO LPSDFW ,Q WKLV FDVHPDQ\ GHVLJQHUV
DVVXPHWKDWWKHLUDUHDRIUHVSRQVLELOLW\LVOLPLWHGWRIXQFWLRQDQGDSSHDUDQFHDQGGRQRWVSUHDGWKURXJKWKHOLIHF\FOH
RIWKHLUGHVLJQVQRPDWWHUZKDWWKHLUVFDOHLV5DVVDP)RUPDQ\\HDUVGHVLJQHUVKDYHEHHQGHPRQVWUDWLQJ
WKHSRZHU RIGHVLJQ DV WKHQHZGHPDQGVRIGHVLJQLQJ IRUPLQLPXPHFRORJLFDO LPSDFW SURYLGH DQ LGHDO SODWIRUP
IURPZKLFKGHVLJQHUVDFNQRZOHGJHWKHLUUHVSRQVLELOLWLHV0DFNHQ]LH
'HVLJQPXVWEHFRQVLGHUHGDVWKHSLYRWDOSDUWRIWKHHQYLURQPHQWDOO\DZDUHWKLQNLQJDQGSURFHVVWKDWLQYROYHVD
ZLGHUDQJHRIRWKHUVNLOOV0DQ\HQYLURQPHQWDOSUREOHPVDUHFDXVHGE\WKHSROOXWLRQWKDWUHVXOWVIURPWKHSURGXFWV
DQGVHUYLFHVIURPWKHHQYLURQPHQWDOVFDOHWRWKHEXLOGLQJDQGSURGXFWV+LHVLQJHU	0DUFXV%HFDXVHPRVW
SURGXFWVDQGVHUYLFHVXVHQDWXUDOUHVRXUFHVPDQ\RIZKLFKDUHLUUHSODFHDEOH7UDGLWLRQDOGHILQLWLRQVRIJRRGGHVLJQ
DOUHDG\ LQFOXGH FULWHULD VXFK DV SHUIRUPDQFH VDIHW\ VLPSOLFLW\ HIILFLHQF\ DQG DWWUDFWLYH DSSHDUDQFH 3DSDQHN
 'HVLJQLQJ IRU VXVWDLQDELOLW\ GRHV QRW LJQRUH WKH WUDGLWLRQDO FULWHULD IRU JRRG GHVLJQ EXW LW GHPDQGV QHZ
FRQVLGHUDWLRQVDUHDOVRWDNHQLQWRDFFRXQW%XUDOO
(QYLURQPHQWDO GHYHORSPHQW UHTXLUHV VRPH IXQGDPHQWDO FKDQJHV LQ DSSURDFK E\ GHVLJQHUV 7UDGLWLRQDOO\
GHVLJQHUVKDYHUHVWULFWHGWKHLUZRUNWRFRQVLGHUDWLRQVDIIHFWLQJMXVWDSDUWRIWKHOLIHF\FOHRIDSURGXFWPHHWLQJWKH
QHHGVRI WKHXVHUDQG WKH\PRVWO\ LJQRUHG WKH IXQGDPHQWDOV IRU HFRORJLFDOO\DZDUHGHVLJQ(QYLURQPHQWDOGHVLJQ
DQGGHYHORSPHQWH[WHQGVWKHVHFRQVLGHUDWLRQVWRWKHZKROHSURFHVV'HVLJQHUVKDYHDUHVSRQVLELOLW\IRUGLUHFWKHDOWK
DQG VDIHW\ FRQVHTXHQFHV RI WKHLU ZRUN 7RGD\ WKRVH UHVSRQVLELOLWLHV DUH H[WHQGHG WR WKH EHQHILW RI WKH JOREDO
HFRORJ\ 3DSDQHN $FFRUGLQJ WR 3DSDQHN  GHVLJQ LV WKH NH\ LQWHUYHQWLRQ SRLQW IRUPDNLQJ UDGLFDO
LPSURYHPHQWVLQWKHHQYLURQPHQWDOSHUIRUPDQFHRISURGXFWVDQGWKHUHODWLRQVKLSEHWZHHQGHVLJQDQGHFRORJ\LVD
YHU\FORVHRQHDQGPDNHVIRUVRPHXQH[SHFWHGFRPSOH[LWLHVDVZHOO
(QYLURQPHQWDOO\ UHVSRQVLEOH GHVLJQ UHTXLUHV D FOHDU SROLF\ D VWUXFWXUHG DSSURDFK DQG UHOLDEOH LQIRUPDWLRQ QR
PDWWHU ZKDW WKHLU VFDOH LV 0F&DP\  /LIH F\FOH DVVHVVPHQW LV DERXW PLQLPL]LQJ HQYLURQPHQWDO WURXEOHV
WKURXJKRXW WKH OLIH F\FOH RI D SURGXFW 7KH OLIH F\FOH FRQFHSW LV D µFUDGOH WR JUDYH¶ DSSURDFK WR WKLQNLQJ DERXW
SURGXFWVDVZHOODVSURFHVVHVDQGVHUYLFHV,WUHFRJQL]HVWKDWDOOSURGXFWOLIHF\FOHVWDJHVKDYHHQYLURQPHQWDODQG
HFRQRPLFLPSDFWV)LNVHOH[SODLQVWKDWSURGXFWOLIHF\FOHEHJLQVZLWKWKHILUVWSKDVHVRIGHVLJQDQGSURFHHGV
WKURXJK WKH HQGRI SURGXFWLRQ5HVHDUFKPDUNHWLQJ DQG VHUYLFH WR VXSSRUW SURGXFWV DUH DOVR LQFOXGHG LQ WKH OLIH
F\FOH+RZHYHU UHWLUHPHQW DQG GLVSRVDO RI SURGXFWV DUH JHQHUDOO\ QRW FRQVLGHUHG7KH OLIH F\FOH IUDPHZRUN LV D
V\VWHPIRUDVVHVVLQJWKHIXOOHQYLURQPHQWDOHFRQRPLFDQGVRFLDOFRQVHTXHQFHVRIGHVLJQ0F&OHOODQ6RLQ
LWVPRVWFRPSOHWHIRUPOLIHF\FOHGHVLJQHYDOXDWHVWRWDOLQSXWVRXWSXWVDQGHIIHFWVIRUDOOVWDJHVRIWKHOLIHF\FOH
.HROHLDQ	0HQHUH\
,W LV XOWLPDWHO\ WKH GHVLJQHU ZKR JLYHV IRUP DQGPHDQLQJ WR REMHFWV WKDW QRW RQO\ RIIHU XWLOLW\ IXQFWLRQ DQG
FRQYHQLHQFH EXW DOVR HQWHUWDLQPHQW DQG YLVXDO SOHDVXUH +RZHYHU DOWKRXJK D JURZLQJ QXPEHU RI GHVLJQHUV
DFNQRZOHGJHWKDWWKH\ZLVKWREHDSDUWRIWKHVROXWLRQWKDWLVVXVWDLQDEOHGHYHORSPHQWPDQ\GHVLJQHUVDQGRWKHUV
LQYROYHGLQSURGXFWGHYHORSPHQWVHHPWRIHHOUHVWUDLQHGIURPKDYLQJDSRVLWLYHHQYLURQPHQWDOHIIHFWRQWKHGHVLJQ
SURFHVV =XEH	0RRUH   ,Q WKLV FDVH GHVLJQ IRU WKH HQYLURQPHQW PDLQO\ GLYLGHG LQWR PDLQ SDUDPHWHUV
LQFOXGLQJSURFHVVGHVLJQWKDWIRFXVHVRQUHGXFWLRQRIHQHUJ\FRQVXPSWLRQDQGSROOXWLRQSURFHVVHV0DWHULDOGHVLJQ
LVFRQFHUQHGZLWKWKHXVHRIUDZPDWHULDOVWRPLQLPL]HKD]DUGRXVZDVWHV)LQDOO\HQHUJ\FRQVXPSWLRQGHVLJQLVWKH
VHOHFWLRQRISURFHVVHVWKDWUHVXOWVLQDUHGXFWLRQRIWKHHQHUJ\UHTXLUHPHQW%\DUV
,Q DGGLWLRQ WR GHVLJQHUV FRQVXPHUV RI WKH IXWXUH VKRXOG H[WUHPHO\ FRQFHUQ DERXW HQYLURQPHQWDO LVVXHV DQG
VKRXOGEHPRUHNQRZOHGJHDEOH WKDQPDQ\RI WKHLUHOGHUV0RUULV7KHFKDQJHVUHTXLUHGIRUGHVLJQLQJDQG
PDUNHWLQJHQYLURQPHQWDOO\VHQVLWLYHSURGXFWVDQGSURFHVVHV'HVLJQHUVVKRXOGEHDZDUHRIWKDWEHLQJWKHILUVWZLWK
DQ HQYLURQPHQWDO LQQRYDWLRQ DOVR EULQJV FRPSHWLWLYH DGYDQWDJH 2WWPDQ  0HHWLQJ WKH FKDOOHQJHV RI
HQYLURQPHQWDOFRQVXPHULVPSUHVHQWVLWVRZQUXOHVIRUFRUSRUDWHSURFHVVHVSURGXFWTXDOLW\DQGSURPRWLRQWKDWDUH
QHHGWRWDNHLQWRDFFRXQWIURPWKHYLHZSRLQWRIVXVWDLQDELOLW\5LFKDUGV

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0DQ\PDUNHWHUVQRZJURZWKHLUEXVLQHVVHVE\DGGUHVVLQJWKHVSHFLILFHQYLURQPHQWDOLVVXHVPRVWUHOHYDQWWRWKHLU
FRQVXPHUV 1RW RQO\ PDUNHWHUV EXW DOVR GHVLJQHUV XVH WKHVH VWUDWHJLHV WR FUHDWH SURILWDEOH QHZ RU LPSURYHG
VXVWDLQDEOH SURGXFWV DQG SDFNDJHV WKDW EDODQFH FRQVXPHUV¶ QHHGV ZLWK HQYLURQPHQWDO FRQVLGHUDWLRQ 6R IRU WKH
GHVLJQHUWKHDELOLW\WRXQGHUVWDQGWKHHQYLURQPHQWLPSDFWRIGHVLJQGHFLVLRQVZLOOQRORQJHUEHDQRSWLRQDOH[WUD
EXWUDWKHUDQHVVHQWLDOSDUWRIGHVLJQVNLOOV5DVVDP'HVLJQLQJSURGXFWVLQRUGHUWRPLQLPL]HWKHLULPSDFWRQ
WKHHQYLURQPHQW LVEHFRPLQJ LQFUHDVLQJO\ LPSRUWDQW0DQ\GHVLJQHUVDUHEHJLQQLQJ WR UHFRJQL]H WKLV IDFWDQGDUH
WKHUHIRUHGHPDQGLQJWRROVDQGWHFKQLTXHVWKDWHQDEOHWKHPWRGHVLJQPRUHUHVSRQVLEO\0RRUH	0LOOHU,Q
EXVLQHVVXVHDSURGXFWOLIHF\FOHEHJLQVZLWKWKHILUVWSKDVHVRIGHVLJQDQGSURFHHGVWKURXJKWKHHQGRISURGXFWLRQ
5HVHDUFKPDUNHWLQJDQGVHUYLFHWRVXSSRUWSURGXFWVDUHDOVRLQFOXGHGLQWKHOLIHF\FOH+RZHYHUUHWLUHPHQWDQG
GLVSRVDO RI SURGXFWV DUH JHQHUDOO\ QRW FRQVLGHUHG 7KH OLIH F\FOH IUDPHZRUN LV D V\VWHP IRU DVVHVVLQJ WKH IXOO
HQYLURQPHQWDOHFRQRPLFDQGVRFLDOFRQVHTXHQFHVRIGHVLJQ:DQQ6RLQLWVPRVWFRPSOHWHIRUPOLIHF\FOH
GHVLJQ HYDOXDWHV WRWDO LQSXWV RXWSXWV DQG HIIHFWV IRU DOO VWDJHV RI WKH OLIH F\FOH 5H9HOOH 	 5H9HOOH 
5HGXFLQJ HQYLURQPHQWDO LPSDFWV DQG ULVNV GHSHQGV RQ GHYHORSLQJ DQG XVLQJ DFFXUDWH LQIRUPDWLRQ 7KH QHHG IRU
LQIRUPDWLRQH[WHQGV WKURXJKRXWGHVLJQ *UDHGHO	$OOHQE\ ,I WKHSURGXFWHQYLURQPHQWKDYHEHHQSURSHUO\
GHVLJQHGZLWKDFRQFHUQWRPLQLPL]HHQYLURQPHQWDOGDPDJHH[WHQGLQJWKHOLIHRIDSURGXFWFDQDOVRGLUHFWO\UHGXFH
HQYLURQPHQWDOLPSDFWV9HVLOLQG3HLUFH	:HLQHU
&RQVHTXHQWO\ HFRORJLFDO DQG VRFLDO LVVXHV KDYH EHFRPH PRUH LPSRUWDQW WKDQ HYHU EHIRUH DQG GHYHORSLQJ
FRXQWULHVKDYHILQDOO\UHDOL]HGWKDWGHVLJQDQGGHVLJQSURIHVVLRQDOVKDYHYLWDOQHZUROHVDVWKHSLRQHHUVRIFUHDWLYH
VXVWDLQDEOH WKLQNLQJ /RRNLQJ DW SURGXFWV FORVHO\ KLJKOLJKWV WKH HQYLURQPHQWDO SUREOHPV WKH\ FDXVH ZKLFK
HQYLURQPHQWDOO\ DZDUHGHVLJQHU VKRXOG WDNH LQWR FRQVLGHUDWLRQ6XVWDLQDEOHGHVLJQ VLPSO\GHILQHG DV WKHEHVW IRU
SHRSOHSURILWV DQG WKHJUHHQSODQHW 3DUN	/HE\V(QYLURQPHQWDO LVVXHVDUHFRPSOH[DQGHQYLURQPHQWDO
SUREOHPVPRVWO\FDXVHGE\WKHGHVLJQGHFLVLRQVWDNHQE\GHVLJQHUVZKRKDYHODFNRIDELOLW\DQGNQRZOHGJHRQWKH
HQYLURQPHQWDOLVVXHVDQGVXVWDLQDEOHSRLQWRIYLHZ

,PSURYLQJ(QYLURQPHQWDO$ZDUHQHVVYLD'HVLJQ(GXFDWLRQ,QWHUGLVFLSOLQDU\:RUNVKRS
,QWUDGLWLRQDOWHUPVWKHFRQFHUQRIGHVLJQHUVXVXDOO\HQGHGZLWKGHVLJQRISURGXFWVVHUYLFHVDQGHQYLURQPHQWV
+RZHYHUFRQVLGHULQJWKHUHFHQWVWXGLHVIURPGHYHORSHGFRXQWULHVLWLVREYLRXVWKDWHQYLURQPHQWDOO\DZDUHGHVLJQHU
VKRXOG WKLQN DERXW WKH FRPSOHWH OLIH RI WKHLU FUHDWLRQV DQG VROXWLRQV IRU HYHU\ VFDOH RI GHVLJQ ,Q WKLV UHVSHFW D
GHVLJQ ZRUNVKRS QDPHG µ7KLQN 6XVWDLQDEOH¶ KDV EHHQ FRQGXFWHG WR UHDOL]H WKH IXQGDPHQWDOV RI VXVWDLQDEOH
WKLQNLQJDQGWKHREVWDFOHVIRUHQYLURQPHQWDODZDUHQHVVWKURXJKGHVLJQHGXFDWLRQIRUGHYHORSLQJFRXQWULHV%HFDXVH
RI GHPDQGLQJ FKDQJHV LQ DWWLWXGH IRU WRGD\ WKH UHVSRQVLELOLWLHV RI HQYLURQPHQWDOO\ FRQVFLRXV GHVLJQHUV KDYH
EHFRPHPRUHGLIILFXOWDQGLPSRUWDQWWKDQHYHUEHIRUH'HVLJQHUVKDYHDOUHDG\QHHGHGWRFRQVLGHUFULWHULDDVSDUWRI
WKHLU GHVLJQ SURFHVV LQFOXGLQJ SURGXFWLRQ ILQDQFLDO DQG WHFKQLFDO FRQVLGHUDWLRQV HWF +RZHYHU HQYLURQPHQWDO
FRQVLGHUDWLRQVDQGUHVSHFWFRXOGEHHYHQPRUHFRPSOH[FRPSDUHGZLWKWKHVHWUDGLWLRQDOSURFHVVHV
6XVWDLQDELOLW\ DQG VRFLDOO\ UHVSRQVLEOH GHVLJQ VWXGLHV KDYH VKRZQ WKDW GHVLJQHUV VKRXOG EH DZDUH RI WKHLU
HQYLURQPHQWDOSHUIRUPDQFHWKDW WKH\FUHDWHYLDGHVLJQGHFLVLRQVIURPWKHEHJLQQLQJWR WKHHQGRISURGXFW OLIHIRU
WKHLUFUHDWLRQV IRUYDULRXVVFDOHVRIGHVLJQ LQFOXGLQJHQYLURQPHQWVEXLOGLQJV WR WKHSURGXFWV ,QRUGHU WRGR WKDW
GHVLJQHUVPXVWWDNHFRQVLGHUDEOHUHVSRQVLELOLW\IRUDVNLQJULJKWTXHVWLRQVUHFRJQL]LQJWKDWWKHLPSURYHPHQWRIWKH
HQYLURQPHQWDOSHUIRUPDQFHIRUDQ\SURGXFWGRHVQRWFRPHLQDVLPSOHZD\,QWKLVFDVHLWLVGLIILFXOWWREHDZDUHRI
DOO WKH HQYLURQPHQWDO LVVXHV WKDW VXUURXQG GHVLJQ GHFLVLRQV DQG DOVR WR ILQG GHWDLOHG LQIRUPDWLRQ RQ WKH
HQYLURQPHQWDO SHUIRUPDQFH RI SURGXFWV IRU GHYHORSLQJ FRXQWULHV WKDW FUHDWHV QHJDWLYH HIIHFWV RQ VXVWDLQDEOH
WKLQNLQJ,QRUGHUWRILQGRXWJURZLQJUHVSRQVLELOLWLHVRIGHVLJQHUVWKURXJKWKHULVLQJHQYLURQPHQWDOFRQFHUQVWZR
GD\VGHVLJQZRUNVKRSKDVEHHQFRQGXFWHGZLWKWKHGHVLJQHUVDQGGHVLJQHGXFDWRUV
7KURXJK WKH ZRUNVKRS SURIHVVLRQDO GHVLJQ HGXFDWRUV DV ZHOO DV DFDGHPLFLDQV IURP YDULHG VFDOHV RI GHVLJQ
GLVFLSOLQHVKDYHFRPHWRJHWKHUWRDQDO\]HWKHREVWDFOHVIRUGHYHORSLQJFRXQWULHVDQGWRILQGRXWWKHIXQGDPHQWDOVRI
VXVWDLQDEOHWKLQNLQJDQGHQYLURQPHQWDODZDUHQHVVIRUGHVLJQLQJDQGFUHDWLRQSURFHVVHV%HVLGHVSDUWLFLSDQWVRIWKH
ZRUNVKRSKDYHDOVRGLVFXVVHGWKHGLIILFXOWLHVIRUUHDFKLQJWKHHQYLURQPHQWDOUHJXODWLRQVDQGVROXWLRQVIRUDGMXVWLQJ
WKHVHSURFHVVHVIRUGHYHORSLQJFRXQWULHV
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8QIRUWXQDWHO\PDQ\GHVLJQHUVDQGGHVLJQFRXUVHVFRQWLQXHWRLJQRUHHQYLURQPHQWDOLVVXHVWKURXJKWKHLUGHVLJQ
DQGGHVLJQHGXFDWLRQSURFHVVLQGHYHORSLQJFRXQWULHV+RZHYHUWKLVSDUWLFXODUVWXG\KDVSURYHGWKDWLWLVHVVHQWLDOWR
LQFOXGH GHWDLOHG LQIRUPDWLRQ DERXW HQYLURQPHQWDO LVVXHV DQG WKHLU UHODWLRQVKLSV WR GHVLJQ SURFHVVHV ,Q RUGHU WR
DQWLFLSDWH SUREOHPV DQG GHYLVH LQVSLUHG VROXWLRQV GHVLJQHUV DQG GHVLJQ HGXFDWRUV PXVW EH HTXLSSHG ZLWK DQ
XQGHUVWDQGLQJRIVXEMHFWVWKDWJRHVEH\RQGWKHERXQGDULHVRIWUDGLWLRQDOGHVLJQWHDFKLQJ
$OWKRXJK GHVLJQHUV IURP GHYHORSHG FRXQWULHV PRVWO\ KDYH DQ RSSRUWXQLW\ WR H[HUW FRQVLGHUDEOH LQIOXHQFH
FRQVLGHULQJ GHYHORSLQJ FRXQWULHV WKH\ XVXDOO\ LJQRUH WKDW EHFDXVH RI ODFN RI HQYLURQPHQWDO DZDUHQHVV DQG
NQRZOHGJH,WLVFUXFLDOWKDWWKLVLQIOXHQFHQHHGWREHVXSSRUWHGE\HQYLURQPHQWDONQRZOHGJHDQGDQDELOLW\WRJRRQ
OHDUQLQJDQGFUHDWLQJVXVWDLQDEOHVROXWLRQVLQWKHILUVWSODFH

 
)LJµ7KLQN6XVWDLQDEOH¶:RUNVKRSWKURXJK'HVLJQ'LVFLSOLQHV
$FFRUGLQJ WR WKHRXWSXWVGHULYHG IURP WKHZRUNVKRS DOWKRXJKPDQ\RI WKH WUDGLWLRQDOGHVLJQHUVKDYH UHVLVWHG
VSHQGLQJWRRPXFKWLPHDZD\IURPWKHFUHDWLYHSURFHVVPLQRULWLHVRIWKHPKDYHZLVKHGWRVSHQGWKHLUWLPHGHYRWHG
WR LQIRUPDWLRQ FROOHFWLRQ IRU WKH HQYLURQPHQWDO HIIHFWVRI WKHLU VROXWLRQV2Q WKH FRQWUDU\ FRQVLGHULQJGHYHORSHG
FRXQWULHV ZLWK LPSURYHG HQYLURQPHQWDO DZDUHQHVV QHZ JHQHUDWLRQV RI GHVLJQ SURIHVVLRQV UHDOL]H WKDW JDLQLQJ
NQRZOHGJHDERXWHQYLURQPHQWDOHIIHFWVRIWKHLUGHVLJQGHFLVLRQVVKRXOGEHDSDUWRIWKHLUFUHDWLRQSURFHVVLQRUGHUWR
FUHDWHHQYLURQPHQWDOVROXWLRQV,QDGGLWLRQWKHVHNQRZOHGJHDQGVXVWDLQDEOHWKLQNLQJDOVRQHHGHGWREHHPEHGGHG
LQWR GHVLJQ VROXWLRQV IRU ORQJWHUP VXFFHVVIXO DQG VXVWDLQDEOH UHVXOWV (QYLURQPHQWDOO\ DZDUH GHVLJQHUV DOVR
HPSKDVL]HWKDWWKH\KDYHWREHZRUNLQJFORVHO\ZLWKWKHHQYLURQPHQWDOUHVHDUFKHUVZKRFDQDGYLVHWKHPWKURXJKWKH
GHVLJQSURFHVVWRLGHQWLI\DQ\SRWHQWLDOHQYLURQPHQWDOSUREOHPV
$VRQHRIWKHPDLQREVWDFOHVIRUGHYHORSLQJFRXQWULHVWRUHDFKVXVWDLQDEOHWKLQNLQJWKURXJKGHVLJQSURFHVVLWKDV
GHILQHG WKDW GHVLJQHUV KDYH DVVHUWHG WKHLU LQIOXHQFH IRUPDQ\ \HDUV DQG XQGHUHVWLPDWHG WKH SRZHU RI GHVLJQ IRU
HQYLURQPHQWDO DZDUHQHVV $FFRUGLQJ WR WKH GLVFXVVLRQV FRQVLGHUHG WKURXJK WKH ZRUNVKRS WKH QHZ GHPDQGV RI
GHVLJQLQJIRUPLQLPXPHFRORJLFDOLPSDFWQHHGWRSURYLGHLGHDOSODWIRUPVIURPZKLFKGHVLJQHUVDFNQRZOHGJHWKHLU
JURZLQJUHVSRQVLELOLWLHV,QWKLVFDVHWKHFUXFLDOTXHVWLRQLVWKDWZK\VKRXOGVRPXFKUHVSRQVLELOLW\IDOOWRGHVLJQHUV
DQGGHVLJQHGXFDWRUVWRDFKLHYHHQYLURQPHQWDOO\DZDUHGHVLJQVROXWLRQVIRUVXVWDLQDEOHIXWXUH"
'HVLJQ LVDSLYRWDOSDUWRI WKHVXVWDLQDEOH WKLQNLQJDQGFUHDWLQJHQYLURQPHQWDOO\FRQVFLRXVGHVLJQSURFHVV LVD
SDUW RI D ZKROH FRPSOLFDWHG ZD\ RI FUHDWLRQ WKDW LQYROYHV D ZLGH UDQJH RI RWKHU VNLOOV &RQVLGHULQJ WKH UHVXOWV
GHULYHG IURP WKHZRUNVKRS HQYLURQPHQWDOO\ FRQVFLRXVGHVLJQHUVPXVW GHPRQVWUDWH DQ DELOLW\ WRZLGHO\ FRQVLGHU
WKHVHFRPSOH[HQYLURQPHQWDOLVVXHVWKDWVXUURXQGGHVLJQLQJIRUPLQLPXPHQYLURQPHQWDOLPSDFWV7RGRWKDWQHZ
JHQHUDWLRQVRIGHVLJQHUVDQGGHVLJQHGXFDWRUVLQGHYHORSLQJFRXQWULHVQHHGWRXQGHUWDNHFRPSUHKHQVLYHDQGRYHUDOO
UHVHDUFK EHIRUH VWDUWLQJ WKH GHVLJQ SURFHVV DQG DQ XQGHUVWDQGLQJ RI HQYLURQPHQWDO LVVXHV WKDW LV HVVHQWLDO IRU
HQYLURQPHQWDOO\DZDUHGHVLJQHUV
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
  
)LJDE2XWSXWVRIWKHµ7KLQN6XVWDLQDEOH¶'HVLJQ:RUNVKRS
%HVLGHV EDVHG RQ WKH ILQGLQJV GHULYHG IURP WKH ZRUNVKRS LQ RUGHU WR LPSURYH HQYLURQPHQWDO DZDUHQHVV
GHVLJQHUV QHHG WR HYDOXDWH ZKLFK GHVLJQ VROXWLRQV DUH EHWWHU IURP DQ HQYLURQPHQWDO SRLQW RI YLHZ WR GHYHORS
SURGXFWVLQDVXVWDLQDEOHZD\,QWKLVFDVHHQYLURQPHQWDOO\DZDUHGHVLJQHUVIRUGHYHORSLQJFRXQWULHVKDYHDFUXFLDO
HQYLURQPHQWDO UROH WR SOD\ IRU UHDFKLQJ WKH JRDO DQG FROODERUDWLRQ ZLWK RWKHU GLVFLSOLQHV E\ FRQVLGHULQJ WKH
LPSRUWDQFHRIVKDULQJNQRZOHGJHYLDVXFFHVVIXOFRPPXQLFDWLRQDQGSDUWQHUVKLSVWKURXJKYDULHGGLVFLSOLQHV7RGR
WKDWGHVLJQHUVZLOOHQVXUHWKDWHQYLURQPHQWDOLVVXHVFDQEHVXFFHVVIXOO\EXLOWLQWRSURGXFWVDQGSURFHVVHV)LJXUH


)LJ)XQGDPHQWDOVIRU,PSURYLQJ(QYLURQPHQWDO$ZDUHQHVVWKURXJK'HYHORSLQJ&RXQWULHV
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
(QYLURQPHQWDO DZDUHQHVV DQG VXVWDLQDELOLW\ DUH QRW RQO\ HQYLURQPHQWDO EXW DOVR HWKLFDO DQG VRFLDO LVVXHV WKDW
QHZJHQHUDWLRQVRIGHVLJQHUVVKRXOGFRQVLGHUWRPLQLPL]HQHJDWLYHLPSDFWVRIWKHLUZRUNV%HVLGHVGHVLJQHUVPXVW
KDYH DELOLWLHV WR FUHDWH FRQQHFWLRQ DQG LQWHUIDFH DPRQJ FRQVXPHUV DQG VXVWDLQDEOH GHVLJQ WRROV ,Q WKLV UHVSHFW
GHVLJQHUVZKLFKFRQVLGHUDQGUHVSHFWHQYLURQPHQWDO LVVXHVQHHGWRHYDOXDWHZKLFKGHVLJQVROXWLRQVFUHDWHVEHWWHU
UHVXOWVIURPDQHQYLURQPHQWDOSRLQWRIYLHZWRGHYHORSSURGXFWVLQDVXVWDLQDEOHZD\EHWWHUIRUFRQVXPHUVDQGWKH
HQYLURQPHQW &RQVLGHULQJ WKH FRPSOLFDWHG VWUXFWXUH RI VXVWDLQDEOH WKLQNLQJ GHVLJQHU¶V OLPLWHG UROH IRU WKH
HQYLURQPHQWDOLPSURYHPHQWLQGHYHORSLQJFRXQWULHVQHHGWREHGHYHORSHGLQFRPELQDWLRQZLWKRWKHUGLVFLSOLQHVWKDW
UHTXLUHVIRUGHVLJQHUVWREHDZDUHRIWKHLULPSRUWDQWUROHWRSOD\IRUVXVWDLQDEOHGHYHORSPHQWDVZHOODVIRUFUHDWLQJ
HVVHQWLDOWRROVLQSODQQLQJDVXVWDLQDEOHIXWXUH
)LQGLQJVRIWKHZRUNVKRSDOVRVWDWHWKDWHQYLURQPHQWDOLVVXHVQHHGWREHFRQVLGHUHGWKURXJKRXWWKHGHYHORSPHQW
RI GHVLJQ FRQFHSWV DQG DSSOLFDWLRQV7KHUH LV DQ LPSRUWDQW QHHG WR FRQVLGHU HQYLURQPHQWDO LVVXHV IURP WKH HDUO\
VWDJH LQ WKH GHVLJQ SURFHVV WR WKH ORQJWHUP KDUP WR WKH HQYLURQPHQWDO VRXUFHV ,Q WKLV UHVSHFW HQYLURQPHQWDOO\
FRQVFLRXVGHVLJQHUVKDYHWREHXQGHUVWRRGWKHUHODWLRQVDPRQJGHVLJQGHFLVLRQVDQGWKHORQJDVZHOODVVKRUWWHUP
HIIHFWV WR WKHHQYLURQPHQW$VVWDWHG WKDWGLIILFXOW MRE UHTXLUHVFORVHSDUWQHUVKLSVZLWKRWKHUGLVFLSOLQHV WKDW OHDG
GHVLJQHUVWRORRNEH\RQGDSSHDUDQFHRIWKHLUGHVLJQDQGGHYHORSPHQWGHFLVLRQVWRPLQLPL]HWKHULVNVFRPLQJIURP
WKHIDLOXUHRIDSURFHVV

)LJ&RPSRQHQWVIRU,PSURYHG6XVWDLQDEOH7KLQNLQJWKURXJK'HVLJQ(GXFDWLRQLQ'HYHORSLQJ&RXQWULHV

2QWKHRWKHUKDQGGHYHORSLQJVXVWDLQDEOHSURGXFWVDQGSURFHVVHVUHTXLUHVHQVLEOHUHVRXUFHXVHHQYLURQPHQWDO
SURWHFWLRQDQGVXVWDLQDEOHHFRQRPLFGHYHORSPHQW7RVXSSRUWWKLVWKHUHLVDQXUJHQWQHHGWRKDYHDQHQYLURQPHQWDO
DZDUHQHVV DQG UHIOHFW LWV IXQGDPHQWDOV WKURXJK GHVLJQ DQG HGXFDWLRQ SURFHVVHV ,Q WKLV UHVSHFW HQYLURQPHQWDOO\
DZDUHGHVLJQHUVDOVRKDYHFUXFLDO UHVSRQVLELOLWLHV IRUFUHDWLQJVXVWDLQDEOHHFRQRPLFDQGVRFLDOVROXWLRQV WRHQVXUH
WKDWE\SURYLGLQJVROXWLRQVWRRQHVHWRIHQYLURQPHQWDOSUREOHPVWKH\DUHQRWFUHDWLQJRULQFUHDVLQJRWKHUV
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$OWKRXJKWKHHPHUJHQFHRIHGXFDWLRQIRUVXVWDLQDEOHWKLQNLQJLVUHODWLYHO\QHZFRQFHSWIRUGHYHORSLQJFRXQWULHV
WKHGLVFXVVLRQVDQGUHVXOWVIURPZRUNVKRSKDYHSURYHGWKDWLWKDVWREHLQFOXGHGHQYLURQPHQWDOVRFLDOHFRQRPLF
WKLQNLQJDQGDOVRHFRORJLFDODVSHFWV,QWKLVUHVSHFWHGXFDWLRQIRUVXVWDLQDEOHGHVLJQSURFHVVHVDQGVROXWLRQVDLPWR
EH WUDQVIRUPDWLYH RQ KXPDQ WKLQNLQJ FROODERUDWLRQ HWKLFV DQG YDOXHV )LJXUH  &RQVHTXHQWO\ FRQVLGHULQJ WKH
ZRUNVKRS DQG LWV RXWFRPHV LW LV SURYHQ WKDW XQOLNH WKH WUDGLWLRQDO GHVLJQ WKLQNLQJ WKH UHVSRQVLELOLW\ RI
HQYLURQPHQWDOO\ DZDUH GHVLJQHUV GR QRW HQG ZLWK WKH ODXQFK RI WKH SURGXFWV UHJDUGLQJ WKDW HQYLURQPHQWDOO\
FRQVFLRXVGHVLJQHUVKRXOGFRQVLGHUWKHFRPSOHWHSURFHVVHVIRUSUHYHQWLQJDQ\ORQJWHUPKDUPWRWKHHQYLURQPHQW
,Q RWKHUZRUGV QHZ DQG GHYHORSHG GHILQLWLRQV RI JRRG GHVLJQ VKRXOG LQFOXGH HQYLURQPHQWDO FRQVLGHUDWLRQV DQG
VXVWDLQDEOHZD\RIWKLQNLQJ

&RQFOXVLRQ
6LQFH WKH FRQFHSW RI VXVWDLQDELOLW\ DQG HQYLURQPHQWDO DZDUHQHVV KDYH EHFRPH PRUH LPSRUWDQW WRGD\ WKH
FKDOOHQJH RI VXVWDLQDEOH GHVLJQ DQG PDQXIDFWXULQJ SURFHVVHV WR LQFRUSRUDWH HQYLURQPHQWDO FRQVLGHUDWLRQV KDYH
EHFRPHPRUHFUXFLDOWKDWUHTXLUHFKDQJHVLQWKHVHH[LVWLQJSURFHGXUHV&RQVLGHULQJGHYHORSHGFRXQWULHVSURGXFWV
DUHQRORQJHUGHVLJQHGZLWKQRUHJDUGIRUWKHORQJWHUPLPSDFWRQQDWXUDOUHVRXUFHV+RZHYHUWKLVFRQFHSWDQGWKH
ZD\ RI WKLQNLQJ DUH TXLWH QHZ DVSHFWV IRU GHYHORSLQJ FRXQWULHV DQG WKH UHJXODWLRQV IRU VXVWDLQDEOH IXWXUH KDYH
EHFRPHUHFHQWO\GHYHORSLQJLVVXHVIRU WKHVHFRXQWULHV,Q WKLVFDVH LQFUHDVLQJHQYLURQPHQWDODZDUHQHVV LVFUXFLDO
WKURXJKGHVLJQHUVDVZHOODVWKHZKROHFRPPXQLW\
'HVLJQHUV¶ WDNLQJ WKH HQYLURQPHQWDO LPSDFWV RI WKHLU ZRUNV LQWR FRQVLGHUDWLRQ LV TXLWH D QHZ DSSURDFK IRU
GHYHORSLQJ FRXQWULHV DQG WKH ILQGLQJV RI WKH ZRUNVKRS KDYH VKRZQ WKDW GHVLJQHUV IURP GHYHORSLQJ FRXQWULHV
XUJHQWO\ QHHG WR EH HTXLSSHG WR UHVSRQG WR WKH QHZ DQG HQYLURQPHQWDO GHPDQGV ZKLFK ZLOO DULVH IURP WKHVH
FKDQJHV8QIRUWXQDWHO\ LQ WUDGLWLRQDO GHVLJQ HGXFDWLRQ SURFHVV GHVLJQ KDV QRW EHHQ WDXJKW LQ WKH FRQWH[W RI LWV
VRFLDODQGHFRORJLFDO LPSDFWVR IDUDQG WKXVPDQ\GHVLJQHUVDVVXPH WKDW WKHLUDUHDRI UHVSRQVLELOLW\ LV OLPLWHG WR
IXQFWLRQDQGDSSHDUDQFH$OWKRXJKGHVLJQHUVDVPHQWRUVRIGHVLJQQHHGWREHLPPHUVHGLQGHVLJQSURFHVVHVWRPHHW
H[SHFWDWLRQV ZLWKRXW LJQRULQJ HQYLURQPHQWDO DVSHFWV WKHVH UHJXODWLRQV RQ SURWHFWLQJ WKH HQYLURQPHQWDO LVVXHV
FROODERUDWLRQV ZLWK UHODWHG GLVFLSOLQHV DUH FUXFLDO IDFWRUV IRU VXVWDLQLQJ WKHVH DSSOLFDWLRQV IRU ORQJWHUP DQG
VXVWDLQDEOHVROXWLRQV,QWKLVFDVHWKHUHLVDQXUJHQWQHHGWRUDLVHDZDUHQHVVVWDUWLQJIURPWKHHQYLURQPHQWDOO\DZDUH
GHVLJQHGXFDWLRQIRUGHVLJQHUVDQGGHFLVLRQPDNHUV
,QGHYHORSLQJFRXQWULHVPDQ\RIGHVLJQSURIHVVLRQDOV HGXFDWHGZLWKRXW UHIHUHQFH WRHQYLURQPHQWDO LPSDFWVRI
WKHLUGHVLJQGHFLVLRQVDQGDSSOLFDWLRQVVRIDUWKDWOLPLWVWKHLUDUHDRIUHVSRQVLELOLW\+RZHYHUHQYLURQPHQWDOO\DZDUH
GHVLJQHUVQHHGWROHDGWKHZD\IRUVROYLQJHQYLURQPHQWDOSUREOHPVWKURXJKWKHLUGHVLJQV7RGRWKDWWKH\PXVWEH
DZDUHRIWKHLUFUXFLDOUROHIRUGHDOLQJZLWKWKHVHFKDOOHQJLQJLVVXHVIRUPLQLPXPHQYLURQPHQWDOLPSDFWVUHVXOWIURP
WKHLUGHFLVLRQV+RZHYHU LW LV QRW HDV\ WRDFKLHYH WKLVJRDO DQG UHTXLUHV DQ DZDUHQHVV WRXQGHUWDNH WKRURXJK WKH
UHVHDUFKEHIRUHVWDUWLQJWKHGHVLJQSURFHVVDQGDQXQGHUVWDQGLQJRIHQYLURQPHQWDOLVVXHV
:RUNLQJ DORQH GHVLJQHUV KDYH OLPLWHG SRZHU WR DFKLHYH DOO WKHVH LPSURYHPHQWV ,Q WKLV FRQWH[W GHVLJQHUV
HPHUJHWKDWFRQIOLFWLQJUDQJHRILVVXHVDQGFRQVLGHUDWLRQVWREXLOGLQWRSURGXFWVDQGSURFHVVHVLQFRPELQDWLRQZLWK
RWKHU GLVFLSOLQHV $V VWDWHG PDQ\ GHVLJQHUV DQG GHVLJQ HGXFDWRUV FRQWLQXH WR LJQRUH HQYLURQPHQWDO LVVXHV LQ
GHYHORSLQJ FRXQWULHV +RZHYHU LW LV HVVHQWLDO WR LQFOXGH LQIRUPDWLRQ DERXW HQYLURQPHQW LVVXHV DQG WKHLU
UHODWLRQVKLSV WR WKH GHVLJQ SURFHVVHV LQ RUGHU WR UHDFK ORQJWHUP DQG VXVWDLQDEOH VROXWLRQV%HVLGHV WR DQWLFLSDWH
SUREOHPVDQGGHYLVHLQVSLUHGVROXWLRQVGHVLJQHUVPXVWEHHTXLSSHGZLWKDQXQGHUVWDQGLQJRIHQYLURQPHQWDOVXEMHFWV
WKDWJRHVIDUEH\RQGWKHERXQGDULHVRIWUDGLWLRQDOGHVLJQHGXFDWLRQLQGHYHORSLQJFRXQWULHV5HGXFLQJDQ\KDUPWR
WKHHQYLURQPHQWFDXVHGE\GHVLJQGHFLVLRQVDOVRQHHGWREHFRQVLGHUHGE\GHVLJQHUVDVGHFLVLRQPDNHUV,QWKLVFDVH
HQYLURQPHQWDO SURGXFW GHYHORSPHQW UHTXLUHV VRPH IXQGDPHQWDO FKDQJHV E\ GHVLJQHUV ZLWKRXW LJQRULQJ WKH
WUDGLWLRQDOFULWHULDIRUJRRGGHVLJQ
'HVLJQHUVKDYH WREHHGXFDWHG WRGHYHORSDQDELOLW\ WR WDNHRQHQYLURQPHQWDO LVVXHV WR VXUURXQGGHVLJQLQJIRU
PLQLPXPHQYLURQPHQWDOLPSDFWV,QDGGLWLRQGHVLJQLQJDOOQHZSURGXFWVLQDVXVWDLQDEOHZD\LVVLPSO\QRWHQRXJK
WRSUHYHQWSROOXWLRQDQGDOVRUHTXLUHVVRPHUHYLVLRQVIRUH[LVWLQJGHVLJQVDQGGHVLJQVROXWLRQV,QWKLVFDVHWKHUHDUH
VRPHLPSRUWDQWDUHDVRIFRQFHUQIRUHQYLURQPHQWDOO\FRQVFLRXVGHVLJQHUVWKDWWKH\VKRXOGHVWDEOLVKKRZWKH\FRXOG
OLPLWHQYLURQPHQWDOGDPDJHVIURPGD\WRGD\6LQFHLWLVGLIILFXOWWRILQGGHWDLOHGLQIRUPDWLRQRQWKHHQYLURQPHQWDO
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SHUIRUPDQFHV RI GHVLJQ FRQFHSWV FRQVLGHULQJ GHYHORSLQJ FRXQWULHV GHVLJQHUV PXVW WDNH KXJH UHVSRQVLELOLW\ IRU
DVNLQJ ULJKWTXHVWLRQV WREHDZDUHRIDOO HQYLURQPHQWDO LVVXHV WKDW VXUURXQGGHVLJQGHFLVLRQV$OWKRXJKGHVLJQHUV
FDQQRWEHH[SHFWHGWRKDYHVSHFLDOLVWV¶DQGGHHSNQRZOHGJHWRJDWKHUDOOWKHHQYLURQPHQWDOLQIRUPDWLRQWKH\KDYHWR
EH HGXFDWHG DV NQRZLQJ WKH LPSRUWDQFH RI FROODERUDWLRQ WKURXJK GHVLJQ DQG RWKHU GLVFLSOLQHV UHODWHG WR WKH
HQYLURQPHQWDO LVVXHV ,Q RUGHU WR DFKLHYH WKLV JRDO HQYLURQPHQWDOO\ DZDUH GHVLJQHUV KDYH WR ZRUN FORVHO\ ZLWK
HQYLURQPHQWDOUHVHDUFKHUVDQGDOORZWKHPWRUHYLHZWKHLUZRUNVDWFRQFHSWVWDJHWRLGHQWLI\DQ\SRWHQWLDOSUREOHPV
WKURXJKRXWWKHZKROHOLIHF\FOHRISURGXFWV
8QIRUWXQDWHO\ PDQ\ GHVLJQHUV DQG GHVLJQ FRXUVHV FRQWLQXH WR LJQRUH HQYLURQPHQWDO LVVXHV LQ GHYHORSLQJ
FRXQWULHVWKDWDUHHVVHQWLDOWRLQFOXGHLQIRUPDWLRQDERXWHQYLURQPHQWLVVXHVDQGWKHLUUHODWLRQVKLSVWRGHVLJQSURFHVV
LQ WKH FXUULFXOXP ,Q RUGHU WR FUHDWH LQVSLUHG VROXWLRQV GHVLJQHUV RI DOO VFDOHV PXVW EH HTXLSSHG ZLWK DQ
XQGHUVWDQGLQJ RI VXEMHFWV WKDW UHDFK EH\RQG WKH ERXQGDULHV RI WUDGLWLRQDO GHVLJQ WHDFKLQJ 'HVLJQHUV KDYH
RSSRUWXQLWLHVWRDSSO\FRQVLGHUDEOHLQIOXHQFHVWKDWKDYHWREHVXSSRUWHGE\NQRZOHGJHRQVXVWDLQDEOHWKLQNLQJDQG
HQYLURQPHQWDODZDUHQHVV7KH\PXVWDOVRUHDOL]HWKHEDVLFUHODWLRQVDPRQJGHVLJQGHFLVLRQVDQGWKHLUQHJDWLYHDQG
SRVLWLYHHIIHFWVRQWKHHQYLURQPHQW,QWKLVFDVHQHZJHQHUDWLRQVRIGHVLJQHUVPXVWEHDEOHWRHYDOXDWHZKLFKGHVLJQ
VROXWLRQVDUHEHWWHUIURPDQHQYLURQPHQWDOSRLQWRIYLHZWRGHYHORSSURGXFWVLQDVXVWDLQDEOHZD\
0DQ\HQYLURQPHQWDOSUREOHPVDUHFDXVHGE\WKHSROOXWLRQWKDWUHVXOWVIURPSURGXFWLRQDQGXVHRISURGXFWVDQG
VHUYLFHV'HVLJQHUVZKLFKDUHHGXFDWHGZLWKHQYLURQPHQWDOUHVSHFWDQGDZDUHQHVVFDQKDYHDSRVLWLYHLQIOXHQFHRQ
UHGXFLQJHQYLURQPHQWDOGDPDJHVZKLFKRFFXUVDWHDFKVWDJHRIGHVLJQSURFHVVEHFDXVHPRVWSURGXFWVDQGVHUYLFHV
XVHQDWXUDO UHVRXUFHV WKDWDUH LUUHSODFHDEOH ,PSURYLQJHQYLURQPHQWDODZDUHQHVVDPRQJFRQVXPHUV LVDOVRFUXFLDO
GXW\IRUWKHVHGHVLJQHUVDVPHQWRUVRIGHVLJQGLVFLSOLQHV,QDGGLWLRQWRFRQVLGHUVXVWDLQDELOLW\LVVXHVWKURXJKGHVLJQ
SURFHVVFUHDWLQJHQYLURQPHQWDOO\FRQVFLRXVFRQVXPHUVE\UDLVLQJDZDUHQHVVYLDGHVLJQVROXWLRQVDOVRKHOSWRUHDFK
WKLVJRDO5HJDUGLQJWKHVHFUXFLDODVSHFWVHQYLURQPHQWDOO\DZDUHGHVLJQHUVGHYHORSOLIHF\FOHDVVHVVPHQWVWRKHOSWR
PLQLPL]H HQYLURQPHQWDO SUREOHPV FDXVHG E\ GHVLJQ GHFLVLRQV WKURXJK WKH ZKROH SURFHVV IRU OLIH F\FOH FRQFHSW
DERXW SURGXFWV SURFHVVHV DQG VHUYLFHV ,Q WKLV UHVSHFW QHZ JHQHUDWLRQV RI GHVLJQHUV ZKLFK DUH HTXLSSHG ZLWK
HQYLURQPHQWDODZDUHQHVVDQGNQRZOHGJHWKURXJKWKHLUGHVLJQHGXFDWLRQFDQFUHDWHDQLQWHUIDFHDPRQJFRQVXPHUV
DQGGHVLJQWKDWGHYHORSDZDUHQHVVRQWKHHQYLURQPHQWDOLVVXHVYLDWKHLUGHVLJQGHFLVLRQV,WPXVWEHFRQVLGHUHGWKDW
GHVLJQLQJIRUVXVWDLQDEOHIXWXUHQHYHULQYDOLGDWHVWUDGLWLRQDOFULWHULDIRUJRRGGHVLJQKRZHYHULWGHPDQGVWKDWQHZ
DVSHFWV QHHG WR EH FRQVLGHUHG IRU VXVWDLQDELOLW\ VLQFH WKH HQYLURQPHQWDO DZDUHQHVV WKURXJK GHVLJQ LV WKH PDLQ
LQWHUYHQWLRQ SRLQW IRUPDNLQJ UDGLFDO LPSURYHPHQWV LQ WKH HQYLURQPHQWDO SHUIRUPDQFH RI SURGXFWV V\VWHPV DQG
SURFHVVHVWKDWOHDGVWREHWWHUZD\VIRUHPEUDFLQJHQYLURQPHQWDOLVVXHV

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